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Over  the  past  30 years  the  Customs 
Union  has  achieved  many  things. 
We  have  eliminated  all  internal 
customs duties, developed a customs 
code  for  the  whole  Community  and 
realised  the  internal  market. 
Almost  taken  for  granted  today, 
these  achievements  were  the  result 
of many  years  of hard  work,  perse­
verance  and  the  building  of  trust 
between  historic rivals. 
Who would  have believed that out of 
the  ashes  of World  War  II,  a united 
Europe  could  be  built?  The  same 
holds true  after the  cold  war,  as  the 
EU  prepares  the  first  round  of 
enlargement  towards  central  and 
eastern  Europe. 
The  task  of  getting  15  customs 
systems  to  work  together  as  one  is 
not yet finished,  but the  legal  frame­
work  is  in  place.  Today  the 
Community  is  progressing  steadily 
towards  further  customs  integration 
at more operational levels. 
Our  success  needs  to  be  measured 
by  how  much  more  competitive 
European  trade  and  industry 
becomes  as  a  result  of  modern, 
simple, clear,  more uniformly applied 
legislation. 
As  the  EU  moves  towards  economic 
and  monetary union (EMU), customs 
has  an  important  role  to  play  with 
regard  to  the  simplification  of  the 
import  of  goods.  The  challenge  of 
EMU  reminds  us  of  the  earlier 
challenge  of  integrating  customs. 
The  parallels between  monetary and 
customs integration are  clear. 
Just  as  customs  integration  eased 
the  way  to,  and  even  inspired, 
integration  in  other  areas,  the 
European  monetary  union  will 
serve  as  a framework and  inspiration 
for further cooperation  and  harmony 
in  other  areas,  perhaps  even  in 
taxation. 
The task now before the Commission 
is  to  prepare  new  objectives  for 
customs  policy  and  its  practical 
application.  These  must  face  up  to 
and  overcome  the  challenges  before 
us.  Customs  is  a multifunctional tool 
and  must  become  even  more 
efficient  and  effective  in  its  role. 
What  exactly  is  this  role  and  how 
are  we  facing  up to the challenge? \ 
:  the  customs  po licy  of the  Eu ropea n  Union 
- - J -+' 
The Customs Union 
A foundation  of the  Union 
and an essential element of 
the single market 
The  Customs  Union  is  an  essential 
element  of  the  European  Union's 
single  market  with  its  four  basic 
freedoms:  the  free  circulation  of 
goods,  persons,  services  and  ca pita I. 
This  single  market  with  370 million 
consumers is the largest in the indus­
trialised  world.  The  single  market 
with  no  internal  economic  frontiers 
is  the  catalyst  for  the  economic 
integration  of  the  European  Union. 
Thus  the  effects of the  Community's 
Customs Union  are  far reaching. 
To  set  up,  develop  and  run  a single 
common  market,  where  goods  freely 
circulate  everywhere,  can  be  done 
only  within  the  framework  of  a 
Customs  Union  where  common 
rules  exist  at  its  external  borders. 
A  Customs  Union  is  a secure  basis 
for  highly  developed  integration. 
Without  the  Community's  Customs 
Union,  the  European  Union's 
common  commercial  and  develop­
ment policy, its common  agricultural 
market and  an effective coordination 
of  economic  and  monetary  policies 
would  not be  possible. 
Customs and the Community aims 
• 	To  foster world trade. 
• 	To  promote  fair trade. 
• 	To  increase the attractiveness of the  EU  as  a location for industry and  trade and 
contribute to the creation  of new jobs. 
• 	To  promote development elsewhere. 
• 	To assist the candidates for accession  in  their future  role. 
• 	To  ensure protection  for the Community's citizens and  business in  all  areas involving 
imports or exports  in  a clear,  uniform, simple way as efficiently as  possible. 
• 	To  'ring  fence' the single market, securing the  maximum  benefit from  it for everybody. 
• 	To  facilitate a practical  system  to collect revenue, customs duties, VAT and  excise duties. 
• 	To  collect essential  statistics on  trade. Greece 
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The development of the Customs Union 

The early years 
It all  started  in  1958 when  the  first 
six  Member States created  what was 
to  become  the  European  Union, 
One  of the  first  steps  was  to  create 
a  tariff  union  so  as  to  be  able 
to  abolish  all  customs  duties  on 
trade  between  the  Member States, 
All  the  Member  States  agreed  to 
merge  their  separate  and  very 
different  tariffs  into  a  single  one 
for  the  European  Community  as 
a whole, 
A Customs  Union  in  the  making! 
The  tariff  union  was  completed 
in  1968:  all  customs  duties  and 
restrictions  among  the  six  founding 
Member  States  of  the  Community 
were  eliminated  and  the  common 
customs  tariff  - an  external  tariff 
which  applies  to  third  country 
goods  - was  introduced,  The  'new 
export  opportunities' created  by  the 
abolition  of  internal  tariffs  gave  a 
boost  to  the  economies  of  the 
Member  States,  Trade  increased 
between  Member  States  leading  to 
market  optimism  and  investment 
growth  in  the Community, 
Consumers  benefited  from  the 
availability  of  a  wider  range  of 
goods  and  reduced  prices,  Whilst 
trade  grew  threefold  between  1958 
and  1972,  intra-Community  trade 
exploded  by  a  factor  of  nine  for 
the same period, The middle years,  7968-93  step  was  the  Single  Administrative 
Document  (SAD).  In  1988  a major 
Customs  legislation,  beyond  that 
essential  to  a  tariff  union,  was 
progressively  created  in  order  to 
ensure  that  wherever  goods  were 
imported  into  the  Community,  they 
were  not  only  subject  to  the  same 
tariff  rules  but  also  to  the  same 
customs  provisions  to  ensure  that 
the  tariff was  applied  in  the  same 
way  everywhere.  Common  origin 
rules,  warehousing  procedures  and 
all  the  other  instruments  were 
hammered  out.  One  culminating 
step was taken  for the simplification 
of  customs  procedures.  The  SAD 
was  established  as  a  declaration 
form  which  replaced  150  separate 
documents  previously  used  by  the 
customs  administrations  in  the 
Member States I 
At  the  same  time  other  trade 
laws  were  needed  and  introduced 
to  turn  the  tariff union  into  a real 
Customs  Union. 
A Customs  Union  or a free  trade area? 
There are several different degrees of customs integration and of organising economic cooperation. 
Two  common  ones  are  Customs  Unions  and  free  trade  areas.  How  do  they differ? Why one  and 
not the other? 
A free  trade  area  is  used  when  countries  wish  to  bring  together  their  economies  but  not  to 
integrate them  or turn  them  into a single  economy.  Some  free  trade  areas  include the  European 
Economic Area  (EEA)  and  European  Free Trade  Association  (EFTA),  and  the  North American  Free 
Trade Agreement (NAFTA)  between  the  USA, Canada  and  Mexico, Mercosur in  Latin America  and 
Caricom  in the Caribbean. 
• The  aim  is to  partly,  or in the  end, to totally, eliminate customs duties and  restrictions to trade 
between them. 
• 	But, as each member of a free trade area  keeps its own customs tariff and  commercial  policy in 
force  towards  outsiders,  rules  are  needed  to  determine which  goods  inside the  area  can  move 
freely from  one  member country to another: basically, origin  rules. 
• 	Customs  procedures have to  be kept for consignments crossing the  internal borders to  see if the 
rules are  met. 
A Customs Union  goes  fu rther,  and 
• 	aims  at  economic  integration with  no  internal  border  restrictions  (but different internal  sales 
taxes  hinder this); 
•  all members of a Customs Union apply a common customs tariff and commercial  policy towards 
third country goods so no rules are needed to determine which goods inside the union can  move 
freely and  no origin  rules  are  needed; 
• thus  no  internal frontiers are  needed  for customs or external trade  purposes. 
A common  customs tariff enables the application of common  policies vis-a-vis  non-members. 
The  economic integration within the Customs Union can  be  far-reaching. Growth  in  intra-EU 
commerce. 
Exports/dispatches in 
1 000 Million WRO 
Source.  Eurosto t 1997 
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The recent past 
The  single  market entered  into force 
in  1993,  really  ensuring  the  four 
basic  freedom s:  free  circulation  of 
goods,  persons,  services  and  capital 
in  a  frontier-free  internal  market. 
This single market abolished  the  role 
of  customs  collecting  excises/VAT 
between  the  Member  States  and 
allowed  the  rea I  Customs  Union 
underlying  the  Community  to 
become  apparent to  all. 
In  1994  the  customs  code  consoli­
dated  all of the Community customs 
legislation  into  a  single  text  and 
set  up  a  framework  for  the 
Community's  import  and  export 
procedures.  The  underlying principle 
was  that  the  procedures  should 
avoid  the  interruption of trade  flows 
by  establishing  the  right  balance 
between  the  freedom  of  trade  and 
the  responsibility  of traders  on  the 
one  side and the necessity of control 
on  the other. 
The  single  internal  market  serves  as 
an  engine  for  greater  harmonisation 
in  a  variety  of  customs  and  non­
customs areas. 
As a consequence  of this  economic 
integration,  not  only  ha s  the 
Community become the world's most 
important trading  partner with  third 
countries,  intra-Community  trade 
has also grown considerably. 
The  single  market,  securely  based 
on  the  Customs  Union,  is the  foun­
dation  on  which  EU  initiatives  on 
policies  for  growth,  competitiveness 
and  employment can  be  based. 
The single market serves as a catalyst 
In  the  strategy  for  economic 
expansion of the  EU.  This would  not 
be  possible  without the  existence  of 
the  Customs Union  and  its  principle 
of free  circulation of goods. The leap into the single 
market 
Before the single market, free circula­
tion  of goods within the  Community 
was not a reality.  Numerous customs 
border  formalities  were  still  in 
existence,  for  example  because  of 
the way of collecti ng  VAT and  excise 
duties  and  for  statistical  purposes. 
Before  1993,  all  hauliers  were 
stopped  at  the  internal  Community 
borders  for  'customs'  and  tax 
clearance  and  even  inspection. 
Chronic  queues  of  tru cks  at  the 
customs  posts  hind e  red  intra­
Community  trade  and  cost  EU 
trading  companies  large  amounts 
of time and  money. 
Customs  legislation,  though  already 
harmonised,  was  not  applied  in  a 
uniform way.  Despite the absence of 
customs  duties  in  trade  between 
the  Member  States,  in  fact  there 
was little difference in administrative 
burden  or  appearance  between 
intra-Community  trade  and  trade 
with  non-member  cou ntnes  - the 
same  was  essentially  true  for 
travellers.  'Customs'  clea ra nce  at 
the  Community's  internal  frontiers 
was  elaborate  and  time-consuming. 
The  constant  flow  of  new 
Community  and  national  laws, 
regulations and  standards  for health 
and  consumer  protection  etc. 
was  formerly  enforced  by  the 
customs  services  at  the  i  nterna I 
borders,  because  those  were  there 
anyway.  The  first  step  in  achieving 
a  real  internal  single  market  was 
the  replacement  of  'customs' 
formalities  at  internal  frontiers  by 
new  fiscal,  statistical  and  other 
control  systems  that  required  no 
control  or  documentation  at  the 
moment that the  goods  crossed  the 
interna I borders. 
On  1  January  1993,  all  'customs' 
checks  at  the  internal  borders, 
including  the  use  of  the  single 
administrative  document,  were 
abolished  for  the  movement  of 
goods.  Spot  checks  still  occur  for 
drugs  and  immigration,  but  routine 
internal  border  checks  have 
disappea red. 
According  to a survey 
by Intrastat of 
73  500 companies, 
62 % of companies 
said that they benefited 
from  the single market 
and this  figure  will 
probably be much 
higher upon the 
implementation of an 
origin-based  VAT system. The  tariff gives the customs 
duties 
While  the  free  circulation  of goods 
within  the  European  Union  is  the 
internal  aspect  of  the  Customs 
Union,  the  Common  Customs  Tariff 
is  the  external  aspect  It  applies  to 
imports of goods across  the external 
borders of the Customs Union. 
The  common  commercial  policy fixes 
the  tariff rates  for  customs  charges 
due  on  goods  imported  into  the 
Community  and  the  exceptions  to 
this,  as  well  as  prohibitions  and 
restrictions.  All this is monitored and 
controlled  by customs staff. 
The  Common  Customs Tariff, or CCT, 
is  common  to  all  members  of  the 
Union,  but  the  rates  of duty differ 
from  one  kind  of import to  another 
depending  on  what  they  are  and 
where they come  from. 
Rates  depend  on  the  economic 
sensitivity  of  products  and  are 
a  means  of  protecting  the 
Community's economic interests. 
By  means  of  its  Common  Customs 
Tariff,  the  Community  applies  the 
principle  that  home  or  domestic 
producers should  be able to compete 
fairly and  equally on  the Community 
market  with  manufacturers  export­
ing  from  other countries. 
Raw  materials  and  semi-manufac­
tured  goods,  which  the  Community 
often does  not produce  anyway  and 
which  it  needs  to  produce  goods, 
usually  benefit  from  low  duty  rates. 
There  are  also  temporary  or  perma­
nent  duty  suspensions  available  if 
Community  manufacturers  have  to 
use  materials  or  components  from 
outside  to  manufacture  Community 
exports.  This  makes  cheap  raw 
materials  and  semi-finished  goods 
available  to  EU  manufactu rers  on 
the  same  competitive  footing  as 
they  are  to  foreign  processing 
companies.  The  duty  relief  systems 
are  called  'inward  processing'  or 
'duty  suspension'  depending  on  the 
one  used, 
In  some  economic  sectors  it  is 
necessary  to  stimulate  competition 
by  low  tariffs,  as  we  find  in  the 
pharmaceutical  and  information 
technology sectors, 
The  Community  is  constantly 
adapting  the  Common  Customs 
Tariff  as  a  steering  instrument  for 
world  trade,  It has  participated  in 
eight  tariff  rounds,  cutting  tariffs 
considerably  (under  the  General 
Agreement  on  Tariffs  and  Trade, 
now  taken  up  under  the  umbrella 
of  the  World  Trade  Organisation 
or WTO). The  last  multilateral  agreement, 
'the Uruguay Round ', focused  on  the 
abolition/ reduction  of  duties  for 
information  technology  products, 
one  of the  strategic sectors  in  world 
trade;  the  next,  or  'Millennium 
Round',  is  being  prepared at present 
Increases  in  duties  are  only possible 
in  accordance  with  the  rules  of 
the  WTO,  which  normally  require 
compensation  by  reducing  other 
rates.  This  can  be  needed  when 
countries  join  Customs  Unions,  as 
sometimes,  for  some  products,  the 
Customs  Union  may  have  higher 
duties. 
By  shaping  its  Common  Customs 
Tariff  in  compliance  with  the  World 
Trade  Organisation  rules  the 
European  Union  has  demonstrated 
that  it  takes  its  responsibilities 
within  a  free  world  trading  system 
very seriously. 
The nomenclature, the key to customs declarations 
The  Community  nomenclature  is  based  on  an  international  classification  tool,  the  Harmonised 
System,  administered  by  the  World  Customs  Organisation  (WCO),  an  intergovernmental 
organisation  also  based  in  Brussels.  The  systematic  list of commodities  serves  many uses  and  is 
applied  by most trading  nations.  It forms  the  basis  for  international trade negotiations and  the 
settlement of tariff disputes and  trade statistics. 
Imported  and  exported  goods  have  to  be  declared  stating  under  which  subheading  of  the 
nomenclature they  fall.  This  determines  what  rate  of customs  duty applies and  how the  goods 
are  treated  for  statistical  purposes.  Effectively everything  depends  on  this  classification,  as  all 
trade  measures  use the  nomenclature to describe which  treatment  is  to  be given  to what goods. 
This instrument is crucial  when the precise description of goods and  classification has to  be  used 
for trade  legislation.  It is  used,  for  example,  in  the  identification of goods covered  by  non-tariff 
measures,  import quotas, surveillance and  prevention  of the  importation of certain goods. 
It is  also  used  in  formulating  and  applying  origin  rules,  as  they  are  based,  to  a large  extent, 
on  the  end  product  being  in  a  different  tariff  heading  than  the  imported  products  used 
in  manufacture. \ 
_  _  _I_ the  customs  policy of the  European  Union 
Our place  in  the world 
The  European 
Union: 
the  major partner 
in  international 
trade. 
Percentage 
of world trade. 
Source: Eurosrot  1997. 
The  European  Union and 
world trade 
It  has  to  be  said  that  the  common 
commercial  policy  of  the  European 
Union  seems to  be a success. 
The  Customs  Union  has  been  an 
essential  element  in  making  that 
policy  possible.  It  has  greatly 
contributed  to  the  economic 
strength  of  the  European  Union, 
which  is  now  the  biggest  trading 
bloc  in  the  world.  It  accounts  for 
about  a sixth  of  total  global  trade 
in  goods  (even  excluding  intra­
Community trade).  This is more than 
its  main  partners  and  competitors, 
the  United States and Japan. 
Mutual  r preferential' trade 
The  European  Union  does  not,  how­
ever,  promote  trade  only  within  the 
multilateral  context  of  the  World 
Trade Organisation  (WTO). 
It  has  also  concluded  'preferential' 
agreements with individual countries 
or  groups  of countries  by  means  of 
free  trade  agreements  and  customs. 
There  are  free  trade  agreements, 
such  as the  European  Economic Area 
(EEA) - the  EU,  Iceland, Norway and 
Liechtenstein  - which  promote  and 
maintain  trade  links  between  the 
European  Union  and  its  neighbour­
ing countries and include most of the 
former  EFTA  countries.  There  is also a  free  trade  ag reement  with 
Switzerland,  which  is  the  member 
of  EFTA  that  did  not  join 
the  EEA.  Lastly,  there  are  free  trade 
agreements  with  the  central  and 
east  European  countries  - Poland, 
Hungary,  the  Czech  and  Slovak 
Republics,  Slovenia,  Estonia,  Latvia, 
Lithuania,  Bulgaria  and  Romania. 
Customs  are  playing  an  important 
role  in  this  context,  since  these 
agreements  aim  at  achieving 
trade  promotion  by  mutual  tariff 
concessio ns  and  help  to  prepare 
for  accession. 
All  these  agreements  are  linked, 
as  the  origin  rules  allow  the  use 
of  each  other's  products  in  further 
manufacture. 
Additionally,  the  European  Union 
has  concluded  Customs  Union 
agreements with  Turkey,  San  Marino 
and Andorra. 
Development and 
preferential trade 
By  using  its  commercial  policy 
to  encourage  development,  the 
European  Union  has  become  the 
world  leader  In  helping  the 
developing  world  to  trade  by 
providing  'preferentia l'  access  to 
Community  markets.  This  means 
access  at  reduced  rates  of  customs 
duty.  Up  to  now  these  have  been 
mostly one-way arrangements where 
our  partners  do  not  give 
any  preferential  treatment  to 
Community  exports.  Thi s falls  into 
three  main  groups,  the  Lome 
Convention,  the  set  of  agreements 
with  our  Mediterranean  partners 
and  the  General ised  System  of 
Preferences (GSP). 
Imports  into 
the  EU  of goods 
originating  in 
developing 
countries. 
1 000 million  fURO, 
Source' Eurostat, 1997. 
The statistics show that the 
Imports  In question  have 
already reached 
EURO  148 000 million in  1993 
and five years later have 
steadily increased, 
to  EURO  184 000 million The African, Caribbean and 
Pacific States party to the 
Lome Convention  (ACP) 
The  Lome Convention can  be seen  as 
a model  for  cooperation  with  coun­
tries  in  Africa,  the  Caribbean  and 
the  Pacific.  Most of the  members of 
this group have traditional economic 
links with  EU  members. 
The European Union  had a particular 
desire to  promote their development. 
It  started  with  the  Arusha  and 
Yaounde  Conventions  in  1963  and 
we  are  now  at  the  fourth  'Lome' 
Convention.  Members of the  Lome 
Convention  are  granted  duty  free 
access  for  all  industrial  products 
and  for most agricultural ones. 
The  ACP  group  benefits  from  the 
most  liberal  rules  of origin  available 
in  order  to  make  most  use  of  the 
tariff  reductions,  and  countries  can 
use  each  other's  products  to  satisfy 
the origin rules  'cumulation'. 
The Mediterranean 
agreements 
In  the  context  of  the  Community's 
overall  Mediterranean  policy, 
agreements  have  been  concluded 
with  Morocco,  Algeria,  Tunisia, 
Egypt, Israel, the Palestine Liberation 
Organisation,  Syria,  Lebanon,  Malta 
and  Cyprus.  At the  end  of 1995  it 
was  agreed  in  Barcelona  that  new 
agreements  would  be  established 
between  the European  Union and  its 
Mediterranean  partners 
It  is  intended  to  li nk  them  in  the 
same way  as the  Lome countries and 
the  European  agreements  are  for 
rules of origin  and  thus allow for the 
use of each other's materials. 
Most  of these  partners  were  among 
the first countries to establish special 
economic  and  trade  relations  with 
the  Community.  The  Community 
obviously  has  a  specific  interest  in 
the  Mediterranean  region  as  it  is 
so  close. The  GSP 
The  general  system  of  preferences 
for  developing  countries  is  an 
internationally  accepted  way  of 
developing  trade  based  on  trade 
concessions  granted  autonomously 
by  the  industrialised countries. 
For  the  Community  most  of  the 
developing  countries  covered  by 
the  GSP  worldwide  are also  covered 
by  the  ACP  or  Med iterranean 
agreements.  For  the  Community 
the  GSP  allows  Asian  and  Latin 
American  countries  to  export  to 
the  European  Union  at  lower  than 
normal  duty  rates  for  manufactured 
goods  and  processed  agricultural 
products.  Access  to this  programme 
can  be  granted  as  a means  of pro­
moting  the  ideals  of  the  European 
Un ion  in  the developing  world. 
For  example,  additional  GSP  tariff 
cuts  were  offered  to  developing 
countries  conforming  to  internation­
al  agreements  on  environmental 
protection  and  forbidding  child  or 
forced  la bour. 
In  all  these  preferential  systems 
the  respect  of  customs  provisions 
(origin  rules)  is  the  key  to  enjoying 
the  benefits  of  such  tariff  pre­
ferences.  In controlling  the  correct 
application  of  these  provisions, 
customs  officials  are  the  guardians 
of the Community's external  policy. 
Customs cooperation 
agreements 
Apart  from  the  abolition  of  tariffs 
between  partners,  it is  a priority for 
the  European  Union  to  create  other 
cooperative  links,  bringing  in  the 
world's  other  large  trading  nations. 
For  the  benefit  of world  trade  and 
international  assistance  to  fight 
against customs fraud, the  European 
Union  has  signed  customs  coopera­
tion  and  mutual  administrative 
assistance  agreements  with  the 
United  States,  Canada  and  Korea 
and  others  are  in  the  making. 
In  addition, the  European  Union  has 
committed  itself  to  training  and 
information  programmes  with  other 
countries,  in  particular  helping  to 
modernise  the  customs  administra­
tions  in  third  countries  and  their 
working  methods,  thus  improving 
the  flow of trade. ------+ the customs  policy of the  European  Union 
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Helping with other Union  policies 

Health and the environment 
The  Customs  Union,  through 
Member  State  customs  services 
together  with  other  national  agen­
cies,  protects  the  EU  citizen  by 
carrying  out  import  controls 
concerning: 
• health 	 risks  in  foodstuffs  such 
as  meat,  poultry,  milk,  eggs, 
vegetables,  fruit  and  wine 
imported  from  third  countries; 
• radioactive material; 
• the 	 environment  (control  of 
imported  waste  and  dangerous 
goods,  control  of  products  which 
could  endanger the ozone  layer); 
• surveillance 	 of  or  prevention  of 
international  trade  in  endangered 
species  of  wild  fauna  and  flora 
(Washington  Convention  1983  ­
CITES). 
Under  national  legislation  controls 
are  also  carried  out  to  prevent 
illicit trade  in 
• narcotics 
• firearms  and  ammunition 
• pornographic material. Protection ofEU economic 
interest5 by non-tariff 
instruments 
As  ta ri ffs  are  red uced  and  the 
product  range  of  goods  being 
imported  evolves,  the  protection  of 
the  Union's  economic  interests  is 
shifting  more  and  more  towards  the 
use  of  other  instruments.  These 
'non-tariff'  measures  are  varied  and 
include actions against: 
Unfair competition 
Unfair  trade  practices  usually 
consist of dumping  or  paying  illegal 
subsidies.  Dumping  exists  when  an 
expo rter  ina  th ird  cou ntry  sells 
particular  goods  on  the  Community 
market  more  cheaply  than  on  its 
domestic  market  Sanctions  can  be 
introduced  against  subsidies  when 
specific  goods  exported  to  the 
Community  benefit  from  subsidies 
considered  illegal  under  the  terms 
of the WTO agreement 
In  both  cases  the  Commission  can 
conduct  detailed  investigations  in 
the suspect countries. 
Trade sanctions  in  the  form  of extra, 
targeted,  duties  (anti-dumping 
duties)  or  insistence  upon  importers 
agreeing  a  certain  level  of  prices 
(price  undertakings)  can  be  applied 
to  imports  which  cause  significant 
economic  difficulties  to  producers 
in  the  European  Union,  because  of 
unfair trade  practices. 
Sanctions  are  usually  introduced 
after  considering  the  request  made 
by  Community  producers  of  a 
particular  product  about  unfair 
competition.  The  measures  we  are 
allowed  to  take  have  to  be  in 
accordance with the  criteria stipulat­
ed  in  the  World  Trade  Orga nisation 
agreement  and  those  laid  down  by 
Community legislation. 
The  nomenclature  of  the  common 
customs  tariff  is  used  to  define 
the  products  in  question,  and  the 
terms  used  are  quite  specific 
and  provide  for  closely  targeted 
protection.  The  scope  of  the 
measures  that  can  be  taken  by  the 
Union  is  limited  to  the  level  of 
dumping  or  subsidy,  or  to  what  is 
necessary  to  eliminate  negative 
economic  effects  suffered  by 
Community  industry,  if  such  a 
level  is  lower  than  the  dumping 
or subsidy. 
However,  measures  are only imposed 
when  the  investigation  shows  that 
they  are  in  the  interest  of  the 
European  Union. The  effects of such  measures  on  the 
interests  of  users  and  consumers 
are thereby taken  into account. 
Anti-dumping  and  countervailing 
duties  are  charged  in  addition  to 
the  rates  of  the  Common  Customs 
Tariff.  The  customs  rules  of  origin 
determine  whether  the  imported 
goods  are  considered  to  be  from 
the suspect cou ntry. 
Restrictions  on  quantities of 
imports 
Imports  of  products  originating  In 
'low-cost'  countries  where  the  cost 
of production  is  unusually  low  can 
be  subjected  to  import  quantity 
limitations, or, as a first step, surveil­
lance  to  monitor  the  development 
of the situation. 
Quantitative  restrictions  can  be 
applied:  the  amount  of  products 
allowed  into  the  Community  is 
limited  and,  of  course,  normal 
customs duties are  paid. 
Restrictions  on  the  quantity  of 
imports  of  textiles  and  garments 
(they  are  now  being  phased  out) 
have  allowed  EU  industry  to  find 
time  for  restructuring  its  production 
and  to  modernise  its  manufacturing 
processes. 
The  Member States'  customs  admin­
istrations  implement  surveillance 
and  restriction  measures,  while  the 
European  Union sets  the  rules. 
Counterfeit and  pirated  goods 
The aim  is  to  protect the Community 
producers'  and  legitimate  importers' 
commercial  interests  in  the  enforce­
ment  of  intellectual  property  rights. 
There  has  been  an  enormous growth 
in  the  illegal  market  for  designer 
goods e.g.  watches and  fashionable 
clothes  with a 'name'  or  trade  mark 
- counterfeit goods, as well as goods 
made  without  paying  for  the  intel­
lectual  property  rights  - pirated 
goods. 
The  system  allows  the  owners  of 
rights  to  ask  customs  to  intervene 
when  suspect  goods  are  under 
customs  control.  The  goods  can  be 
held  for  a  limited  time  while  the 
owners  of  the  intellectual  property 
right  or  trade  mark  can  take  the 
question  to  the  national  courts 
under national law to seek  redress. The common agricultural 
and fishery policies 
Customs  in  the  European Union  help 
enforce  the  common  agricultural 
and  fishery  policies  and  also 
contri bute  to  thei r  development 
and  modernisation. 
Discrepancies  between  low  world 
market  prices  and  higher  prices  in 
the  European  Union  could  lead  to 
massive  imports  or  loss  of  export 
markets.  To allow both  protection  of 
EU  farmers  against  cheap  imports 
and  promotion  of  their  production 
for export,  a flexible  system  is  need­
ed.  The  European  Union  agreed  in 
the  Uruguay  Round  to  abolish  the 
former specific agricultural 'levies' on 
importations  and  to  replace  them 
by  the  more  generally  accepted 
Instrument of customs duties. 
The  agricultural  customs  duties  are 
made  up  of a number  of elements 
and  have  a variable  component,  a 
seasonal  element  and  also  take  into 
account  the  price  paid  at  the  time 
of import 
The  customs  administrations  in  the 
European  Union  control  the  import 
of  these  goods  and  collect  the 
customs duties. 
Europe, 
a heavyweight 
in  agricultural trade. 
Percentage 
of world trade. 
Source:  EUfOs!a! 7997 Customs  administrations  also 
calculate  and  pay  the  'refunds' 
provided  for  exports  to  third  coun­
tries.  The  level  of  customs  duties 
and  the  refunds  are  fixed  by  means 
of  common  market  organisations, 
which  aim  to  ensure  the  stability 
of  the  markets  and  to  secure  the 
supply  of  food  to  the  consumer 
at  reasonable  prices,  as  well  as 
providing  a decent living  for  farmers 
and fishermen. 
External relations policy 
measures 
The  Customs  Union  acts  as  an 
enforcement  mechanism  for  the 
common  external  and  security 
policies  where  mea sures  such  as 
sanctions  and  embargoes  are  used. 
It is increasingly used  to  put pressure 
on countries acting in a way that the 
global  community  finds  unaccept­
able.  Recent  examples  of countries 
indulging  in  this  kind  of behaviour 
include Iraq and the Former Republic 
of Yugoslavia. 
Customs  playa major  role  in  imple­
menting  the  economic  sanctions  in 
relation  to  imports  and  also  inter­
vene  in  respect  of exports  to  coun­
tries  under sanction. 
Another  example  of  an  external 
relations  measure  is  the  control  of 
arms  exports  and  the  control  of the 
export of dual-use goods. 
Dual-use goods are those  goods  pro­
duced  for  civilian  purposes  that 
could  also  have a military use. 
Some chemicals,  for example,  can  be 
used  to  make  both  fertilisers  and 
explosives.  We  do  not  want  these 
goods to  fall  into the wrong  hands. 
Other areas where customs 
are involved 
Protection of our cultural 
heritage 
We  help  prevent  the  export  of 
protected  cultural  goods  and  aid 
their  return  to  the  Member  State 
where they belong. 
Collection  of trade  statistics 
Statistics form  an  indispensible basis 
for  making  economic  decisions  both 
at national and  industrial level. __-I-I---,- the  customs  policy of the  European  Union 
Customs administrations 

Fifteen  working as one 
A market  of 370  million  consumers 
depends  on  the  best  efforts  of 
130  000  customs  officials  from  15 
Member States.  It could  be said that 
customs  officials  play  the  role  of 
gatekeepers to  the  European  Union. 
They  control  products  imported 
from  third  countries  across  the  EU's 
common external  border, with a view 
to  collecting  customs  duties,  value 
added  tax  and  excise  duties  and 
protecting  the  interests  of  the 
Community and  its  citizens  in  many 
different ways. 
The development of the  EU  Customs 
Union  into  the  EU  single  market 
has  entailed  the  abolition  of  all 
internal  economic  borders  between 
Mem ber States. 
This  evolution  has  increased  the 
importance  of controls  at the  exter­
nal  borders,  or  put  in  another 
way,  focused  attention  on  them. 
Normally  there  is  no  'second 
chance',  as  there  is  no  longer  any 
customs  intervention  possible 
between  the  external  border  and 
the  place of final  destination. 
This  has  underlined  the  need  for the 
15 different customs adm i  n  istrations 
to  think  and  act  like  one.  They  are 
now  completely  interdependent  and 
reliant on  each  other.  The  growth of 
trade  is  an  additional  reason  for 
the  need  for  effective  systems  for 
the  control  of  goods,  as  it  is  less 
and  less  possible  to  intervene 
physically. 
The  challenge  now  facing  adminis­
trations  is  how  to  ensure  the  flow of 
trade  while  maintaining,  where 
necessa ry,  effective control . 
In  the  past,  control  was  basically  a 
physical  one,  which  took  time  and 
effort.  It  was  a  costly  procedure 
for  both  sides.  Nowadays  control 
procedures have totally changed and 
must continue to develop. 
Modern  working  methods  are 
applied  to  simplify  and  focus 
controls  where  they  are  needed  and 
will  be  most effective.  In  particular 
computerisation,  post-import  and 
audit controls and  using  risk analysis 
are  techniques  that  are  becoming 
more  widely  used  and  more  and 
more sophisticated. New techniques 
Information  technology  is  increas­
ingly  being  used  between  customs 
ad ministrations a  nd  traders, 
The  paperless  customs  declaration 
minimises  the  duration  of  customs 
clearance at the frontier. 
But  computers  are  not just used  for 
accepting  declarations,  Over  the 
last  10  years  the  Commission  has 
developed  computer  systems  which 
enable  Member  States'  administra­
tions  to  exchange  data  with  the 
Commission's  centralised  databases, 
Also,  the  Commission  has  played  a 
significant  role  in  setting  up  new 
systems  wh ich  su pplement  existi ng 
national  systems  to  enable  customs 
offices  in  Mem ber  States  to 
exchange  information  between  one 
another  at  both  national  and 
Community level, 
The  use  of  risk  analysis  techniques 
allows  the  selection  of  those  con­
signments  which  perhaps  by  their 
nature,  value,  origin  or  importer 
constitute a certain  risk,  Will  this  be 
a correct  declaration  or  is  it a cover 
for something  else? 
It allows customs to decide in a more 
objective  way  whether  there  is  a 
need  for  a consignment  to  be  seen 
and  examined  physically,  It  also 
helps  in  indicating  the  level  of  the 
controls to be applied,  It even allows 
customs  to  take  some  of  these 
decisions  before  the  goods  have 
reached  the  borders of the  European 
Union, This  is a challenge, 
Obviously  this  kind  of technique  is 
only  as  good  as  the  input data  and 
the  degree  of  thought  that  have 
been  put towards  its creation , 
It  is  not  a  replacement  for  good 
people, just a different way for them 
to use their natural abilities, Increasingly  customs  are  adopting 
the  idea  of  carrying  out  physical 
controls  after the  goods  have  been 
moved  to  a trader's premises.  This 
greatly  facilitates  trade  movement 
by  further  reducing  delays at  ports 
and  airports  and  lowering  costs 
because  the  goods  will  not  have  to 
be  unpacked  twice.  By  doing  this  it 
is  increasingly possible, at the border 
itself,  to  concentrate  on  combating 
smuggling  and  fraud.  After  the 
goods  have  arrived  at  their  destina­
tion  and  been  put  into  free  circula­
tion,  post-import audit methods  can 
be  applied.  Modern  controls  will 
increasingly  be  based  on  checks  of 
traders'  records. 
The  Commission's role 
User-friendly procedures and  modern 
customs  law  can  be  factors  when  it 
comes to determining the location of 
business  and  industry.  Time  and 
cost  saving  are  an  element  of 
competition  for  the  EU  economy. 
Not only is the simplification of trade 
procedures  vital,  but  so  is  the 
efficiency  of  the  methods  used  for 
the protection of our citizens. 
The  Commission  and  national 
administrations  have  a joint respon­
sibility  in  fulfilling  the  legitimate 
expectations for all of this. 
The  Commission,  through  DG  XXI  ­
Directorate General  for Taxation and 
Customs  Union,  is  responsible  for 
initiatives  for  the  development  of 
customs  policy,  for  proposals  for 
customs  legislation,  for  aiding  coor­
dination  between  the  Member 
States'  administrations,  and  for 
seeking  advice  and  feedback  from 
business and  industry at Union  level. 
The  national  customs  administra­
tions  are  responsible  for  the  day-to­
day application of EU  law  collecting 
customs  duties,  excise  duties  and 
VAT on imported goods and applying 
all  the  other  policies  we  have 
mentioned  here.  They also maintain 
contact  with  the  national  local 
business communities. 
The  basic  customs  legislation  itself 
is  contained  in  the  Community 
customs  code  and  in  the  nomen­
clature.  The  other  policies,  which 
customs  apply  at  the  borders,  are 
enshrined  in  other laws. 
All  these  are, in  general,  adopted  by 
the  Council  of  Ministers  and  ap­
proved  by  the  European  Parliament 
on  the  basis  of proposals  made  by 
the  Commission.  Subsidiary  law, 
often  called  implementation  provi­
sions,  is  adopted  by the Commission 
in  strictly  delimited  circumstances 
and  then,  usua Ily,  on Iy  after 
approval  by  the  Member  States' 
authorities expressed  in  the  customs 
code  committee  for  customs  law  or 
another  committee  where  other 
legislation  is  concerned. 1 the customs  policy of the  European  Union - --, --­
What does the future  hold? 

New Member States 
The  candidate  countries  are  prepar­
ing  for  accession  to  the  European 
Union.  Customs  is  an  area  of 
particular  importance  as  we  are  all 
mutually dependant on  one  another 
in  the  Union. The  chain  is  as  strong 
as  its weakest  link. 
The  ve ry  role  of customs  makes  the 
creation  of  an  efficient,  effective 
modern  customs  administration  an 
indispensable  element  of the  acces­
sion  package.  The  control  of  the 
external  frontier  on  behalf  of  an 
enlarged  EU  will  be  in  itself a major 
task,  whilst the  very role  of customs 
in  a single  market  requires  specific 
expertise.  This  has  been  recognised 
by  the  inclusion  of  customs  as  a 
priority  sector  in  the  accession 
partnerships  set  up  to  guide  the 
enlargement process. 
Consequently,  funding  under  the 
PHARE  programme  for  technical 
assistance  to  candidate  countries 
has  been  made available. 
Close  cooperation  between  the 
Commission,  the  partner  cou ntries' 
and  the  Member  States'  customs 
administrations  has  already  pro­
duced  considerable  progress. 
This  has been  particularly noticeable 
in  the  adoption  of  new  customs 
legislation  by our partners. 
Nevertheless,  a  significant  amount 
of  work  remains  to  be  done,  espe­
cially when  it comes to achieving  an 
operational  capacity  equivalent  to 
that found  in  the  EU.  This  is  espe­
cially  the  case  in  areas  of work  that 
are  new  to  them  (for  examp le, 
the  application  of  the  common 
agricultural  policy). 
The  enforcement of EU  customs  and 
trade-related  laws  will  be  in  itself a 
major ta sk for the candidate customs 
administrations;  to  do  this,  whilst 
allowing  an  increasing  amount  of 
traffic  to  flow  without  undue 
hindrance, will  be extremely difficult. 
This  is  why  a  specific  strategy 
to  assist  in  preparation  has  been 
adopted  jointly by  the  Commission, 
the  Member  States  and  candidate 
countries.  We  have  produced  'road 
maps' to chart the  route to  be  taken; 
operational  capacity  will  be  tackled 
uSing  'blueprints'  setting  out 
operational  standards  or  guidelines 
for  the  different  sectors  of customs 
operations. 
A  check  on  the  progress  made  is 
carried  out In the sub-committees on 
customs  and  taxation  created  under 
the  various  Europe  agreements. 
Here  we  also  regularly  exchange 
information  on  enlargement  devel­
opments. 
Global aspects 
The  European  Union  is  always 
involved  in  many  multilateral  trade 
and  customs  negotiations.  In  its capacity  as  the  world's  biggest 
trading  bloc,  it will  continue to  play 
a  su bsta ntial  role  in  inte rnationa I 
fora,  in  particular in  the  World Trade 
Organisation.  The  Commission  takes 
part  as  the  sole  negotiator  and 
spokesman  on  behalf  of  the 
Community,  but in  consultation with 
the  Member States. 
The  WTO  has Just  announced  a new 
Millennium  Round  covering,  among 
other  things,  improved  market 
access,  electronic  com merce, prefer­
ential  trade  and  trade  facilitation, 
in  particular  the  simplification 
and  the  harmonisation  of  customs 
proced ures. 

Trade  simplification  and  harmonisa­

tion  of customs  procedures will  also 

involve  the  World  Customs 
Organisation  (WCO,  formerly  called 
the  Customs  Cooperation  Council) 
which  is  a forum  of a more technical 
nature  tackling  customs  methods 
and  procedures (often working under 
the  auspices  of  the  WTO),  the  G7, 
the  United  Nations  Economic 
Commission  for  Europe (UNECE) and 
the Asia/ Europe  Meeting (ASEM). 
Consolidation programme: 
Customs 2002 
The  interoperability  of  the  customs 
administrations  of  the  European 
Union  and  cooperation  between 
them  are  rendered  more  difficult by 
their different structures,  responsibil­
ities, cultu res  and  trad itions. 
This,  however,  provides  a  fertile 
breeding  ground  for  new  ideas  and 
synergies.  The  harmonisation  of 
customs  legislation  is  now  virtually 
complete.  However,  differences  in 
the  detailed  application  of  the 
common  rules  among  and  between 
the  Member  States  can  mean  that 
the effects are slightly different 
The  effect  of  the  single  market  is 
then  not  exactly  the  same 
everywhere.  A  more  homogeneous 
application  of  the  harmonised 
customs  law  by  ad min istrations 
had  to  receive  a higher  profile. 
This  implied  a  framework  for 
discussion  and  decision  making  on 
non-legal questions and  issues. 
This  IS  why  the  Community  set  up 
the  'Customs  2000' programme. 
In  December  1996,  the  Parliament 
and  the  Council  adopted  the 
Commission  proposal  for  a  n action 
programme  for  customs  in  the 
Community. 
This  was  to  agree  explicit guidelines 
so that customs services cou Id  have a 
clear  idea  of  the  role  they  were 
expected  to  play  with i  n  the 
Community dimension. 
However,  this  was  to  be  without encroaching  upon  national  compe­ the  existing  and  future  information 
tences.  This  programme  has  been  a  technology  programmes  (such  as 
success, but it can  be improved upon.  Transit) and  the 'Matthaeus' training 
It  will  now  be  prolonged  and  programme.  It will also be opened to 
updated  as  'Customs  2002' through  all  countries  that are  candidates  for 
the  inclusion  in  this  programme  of  accession. 
What is Customs 2002? 
Aim 
One  of the  main  objectives  of  Customs  2002  is  to  work  to  avoid  operational  divergences  in 

customs  matters  at  national  level.  The  action  programme  recognises  that  the  abolition  of 

internal  borders  requires  an  efficient high-quality control of the external  borders. 

Individual action  by each administration  is incapable on  its own  of achieving this objective. 

How 
By  building  on  the  spirit  of  partnership  and  cooperation  that  has  developed  between  the 
Commission  and  the Member States.  This  is  one of the most important elements to  be  built on 
in  achieving the objectives of Customs 2002. 
Actions 
Customs 2002  provides, inter alia for: 
• visits to see customs procedures in  action  in the Member States by teams from the Commission 
and  the  Member  States  (this  is  called  'monitoring') to  identify the  best  practices,  or  perhaps 
even  deficiencies,  in  control  measures; 
• the Commission and the Member States to strengthen the combating of fraud.  In this context, 
collection,  analysis  and  exploitation  of information  will  be  carried  out  making  full  use  of 
computers and  ensuring that irregularities are effectively followed  up; 
• the  Commission  to  support  any  action  to  improve  the  working  methods  of  customs 
administrations, for example  by using  risk-analysis,  post-importation audit techniques to check 
traders'  records  and  computerised  handling of customs  procedures; 
• customs  officials  to  be  exchanged  between  different  administrations  to  broaden  their 
experience  and  for common  training programmes to  be further developed; 
• seminars  to  be  held,  often  with  the  participation  of the  trade,  to  identify  problem  areas 
and  discuss  possible courses of action that could  be taken and  others to identify best practices 
that could  be generally used; 
• the computerisation of customs  procedures at a Union  level. Computerisation 
To  achieve  more  efficiency  and  to 
become  more  effective  there  must 
be  further computerisation.  It must 
involve  the  full  range  of  customs 
procedures.  At present customs only 
have  Europe-wide  computer  data­
bases operational  in  the Community 
(the  TARIC, a 'working  tariff'  which 
combines  for  each  product  the  fu ll 
rate of duty, the  preferential  rates of 
duty and  details of all  the  measures 
to  be  applied  at  import  - binding 
tariff  information,  the  Quota  man­
agement database,  etc.). 
At present  a particular  challenge  to 
the  Community  customs  services, 
as  well  as to  our  partners  in  the 
Common  Transit  Convention,  is  the 
CCN  Gateway 
Mainframe 
Server 
Workstation 
computerisation  of  the  control  of 
'transit' operations.  Community cus­
toms  transit  is  indispensable  for  the 
single  market  if  we  are  to  allow 
imported  goods  that  have  not  had 
duty paid  on  them  to  move  to  their 
final  destinations  unhampered  by 
internal controls. 
From  the  second  half  of  1999,  a 
computer  system  will  progressively 
start to  cover  al l the  Member States 
and  our  partners  in  the  Common 
Transit Convention:  Norway,  Iceland, 
Switzerland,  Poland,  the  Czech 
Republic,  the  Slovak  Republic  and 
Hungary. 
Consignments  are  becoming  time­
sensitive.  Industry  is  increasingly 
using  the  'just  in  time'  delivery 
CSI system  and  there  is  the  growing 
importance of express delivery. 
All  of  this  challenges  customs  to 
develop  new ideas and  systems. 
But  how  can  the  right  balance  be 
struck  between  facilitation  and 
control?  The creation  of the  internal 
market,  the  increase  in  trade  with 
the  rest  of the  world  and  in  particu­
lar  with  eastern  Europe,  has  put 
increasing  pressure  on  customs  to 
provide  greater  simplification  and 
speed  of  clearance  at  the  expense 
of  control.  Organised  crime  has 
seized  the  opportunity  to  abuse 
the  benefits  provided  by  simplified 
procedures.  There  is  now  obviously 
a  need  for  more  efficient  and 
effective  control  mechanisms  to  be 
introduced.  Much  of  this  will  be 
based  on the  use of computers. 
The  futu re  computerisation  of 
'customs  procedures  with  economic 
impact'  also  needs  to  be  mentioned. 
This  is  the term  used  to  cover  impor­
tation  of  raw  and  semi-finished 
materials  to  be  used  in  the 
Community  for  the  manufacture  of 
goods which are exported afterwards 
(inward  processing),  warehousing 
and  temporary imports. 
The  use  of these  procedures normal­
ly  has  to  be  authorised  by  the 
customs authorities. 
A  central  database  will  inform 
Member  States  when  requests  for  a 
customs  procedure  with  economic 
impact  have  been  made  or  autho­
rised  elsewhere  in  the  Community. 
This  will  enable  a Community-wide 
consultation  to  take  place  and 
makes  the  decision  transparent  and 
uniform.  Thus  EU  competitiveness 
on  the  world  market  as  well  as  the 
simplification  of  trade-flow  will  be 
strengthened. __~ the customs  policy of the  European  Union 
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Conclusions 
What  can  we  conclude  from  the 
history  of  European  customs  and 
the  future  tasks  which  they  will 
face 7 
We  have  come  a long  way,  but  we 
have  not  yet  arrived.  In  fact,  we 
will  never arrive,  at least for as long 
as  trade  into  and  out  of  the 
European  Union  cannot  be  left 
free  from  any  kind  of limitations or 
control.  Will  this  ever  happen? 
Perhaps,  but  not  in  the  foreseea ble 
future.  Cu stoms  must  adapt  and 
change  to  meet  new  roles,  new 
challenges,  and  to  harmonise, 
possibly  even,  to  have  unified 
procedures  and  practices  every­
where.  The  first  steps  have  been 
taken: 15  customs  services  are  now 
acting  as one. 
Customs  has a future.  It has a vital 
role  in  carrying  out your  wishes:  to 
collect  your  taxes,  to  protect  your 
industries,  your  employment,  your 
health, your environment. Further reading 
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